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EDITORIAL NOTE 


Subscriptions to the BULLETIN should be sent to Basil Blackwell, 
49 Broad Street, Oxford; the cost of each issue is 1s., and of a yearly 
subscription (three-weekly issues) 15s. 

The views and recommendations put forward in signed articles 
are those of the respective authors, and not necessarily those of the 
Institute of Statistics or of the Editor of the BULLETIN. 


RATIONAL RETAILING IN WAR-TIME 


The drastic limitation of supplies of consumption goods, queues 
arising from haphazard distribution of these goods and the ever- 
increasing needs of the Supply Departments for men and women 
in the war industries combine to make the issue of ‘concentration’ of 
the retail trade important and immediate. The advisory joint 
committee appointed by the Board of Trade at the end of May ‘to 
examine present problems of retail trade in goods other than food, 
having regard to the immediate needs of the conduct of the war and 
to the position after the war,’ has recently concluded that four main 
problems have to be faced: 

1. Goods (other than food) available for sale have been reduced 
by roughly 50 per cent, and the full effect has not been felt 
yet, owing to accumulated stocks which are now rapidly 
diminishing. 

2. Price levels must be kept stable as much as possible. 

3. The Government would not give compensation for loss of 
business to traders any more than to other sections of the 


community. 
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4. There must be a diversion of large numbers of retail workers to 

the Services and war industries. 

So far, however, there has been no statement from the Com- 
mittee or from the Government about the methods to achieve price 
stabilization and maximum release of labour. The object of this 
article is to examine the most important aspects of the problem, and 
to suggest certain lines of action which should be taken if the best 
results in terms of proper distribution and release of labour are to be 
obtained. The Board of Trade Committee is restricted in scope to 
the examination of trade in non-food goods ; any rationalization of 
retail food distribution is to be left to the Ministry of Food. From 
a post-war point of view this dichotomy is unfortunate, since there 
are many shops which sell both food and non-food merchandise. 
It does not mean, however, that no rationalization of food distribu- 
tion is intended or at any rate desired, as the recent abortive 
attempt to eliminate food shops with less than 25 registered cus- 
tomers showed. 


THE REDUCTION IN SALES AND THE RELEASE OF LABOUR 


In a recent article in the BULLETIN we estimated that after re- 
moval of seasonal fluctuations the decline in the volume of sales of 
food between the outbreak of war and the first quarter of 1941 was 
of the order of 10—15 per cent. and of clothing and household goods 
of the order of 40 per cent. The same method of calculation which 
was used in that article shows a further decline in the volume of 
sales of clothing in the second quarter of 1941 and the July Retail 
Sales Index for clothing fell very sharply due to the introduction of 
rationing. There was also a slight décline in the volume of house- 
hold goods sold in the second quarter. Thus in view of the depletion 
of stocks, the Retail Trade Committee’s estimate of 50 per cent. of 
the pre-war volume of sales of non-food merchandise can be 
reasonably used as a basis, and we may also assume at least a 10 per 
cent. fall in the volume of food sales. In theory, to distribute 50 
per cent. of non-food goods and go per cent. of the pre-war volume of 
food, 50 ‘per cent. of non-food retail proprietors, shop-assistants, 
salesmen, etc., and go per cent. of the food workers would be re- 
quired. Actually there might be a further saving if there were 
concentration in the most ‘efficient’ shops, but against this must be 
offset the additional work entailed in handling coupons, keeping 
Purchase Tax accountsand so on. In any case, owing to the lack of 
recent statistical data, it is only possible to make the crudest esti- 
mates of the order of magnitude of the numbers likely to be made 
available for other work by concentration. ; 


‘Retail Trade during the War—Turnover and Population Movements,’ 
BULLETIN, Vol. 3, No. 10, diagram, p. 210. The fall in real sales is greater than the 
fall in civilian consumption per head owing to the extensive mobilization. 
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TasLeE I 
Numbers engaged in Retail Trade in 1931 inclusive of unemployed (thousands). 
Proprietors and Managers of Salesmen and Shop 


Retail Businesses Assistants 
Mixed - Mixed 
Food Non- Busi- Total Food Non- Busi- Total 
; ; Food* — nesst food* —nesst 
Males ... Soe QOL 143 75 419 238 Ill 51 400 
Females ay) 49 44 150 113 IQI go 394 
Total ... 2. 250 192 11g 569 351 302 I4I 794. 


*Coal, Tobacco, Ironmongery, Boots and Shoes, Textiles and other clothing, 
Stationery, Books, etc., Furniture. 


+The Census groups ‘General and Mixed Businesses’ and ‘Other Businesses’ are 
taken together under this heading. 


Table I is compiled from the Occupational Analysis of the 1931 
Census of Population, and shows the numbers who gave as occupa- 
tion the Retail Trade, whether they were employed or not. The 
Ministry of Labour does not give separate figures for unemploy- 
ment in retail trade, only a wider group of ‘Distributive Trades.’ 
It does not involve any great error, however, if we apply the unem- 
ployment percentages of this group to the employees in the retail 
trade, and if we also assume the same increase in employment between 
1931 and 1939 for the retail trade as occurred in the ‘Distributive 
Trades’ group of the Ministry of Labour. Thus to obtain the 
numbers of workers employed in July 1939 the figures in the above 
table should be increased by 2 per cent. ‘for males, 7 per cent. for 
females and 3 per cent. for the total. We cannot apply these 
percentage additions to the figures for proprietors in Table I for 
two reasons. Firstly, 11 per cent. of employees were unemployed 
in the ‘Distributive Trades’ in 1931 and it is unlikely that as many 
proprietors were unemployed. So we subtract less than 11 per cent. 
from the figures in Table I to get the occupied proprietors in 1931. 
On the other hand we must not now add to the numbers of pro- 
prietors occupied in 1931 the full 16 per cent. increase corresponding 
to the rise in employment of workers in the “Distributive Trades,’ 
since some of this increase was due to_an absorption of unemployed 
workers into existing shops and only part of it was brought about by 
the opening of new shops. So that to obtain the numbers of propri- 
-etors actually at work in July 1939 slightly higher percentages than 
for workers should be added tothe corresponding figures in TableI, 
of the order (say) of 5 per.cent. for males, 10 per cent. for females and 
6 per cent. for the total. a ie 

Returning to the estimates of the reduction in the volume of sales 
and assuming that the numbers of employers and workers are 
reduced in the same proportion as the volume of sales (e.g. to sell 
half the goods of 1939 half the shops are used, each with the same 
turnover as 1939) we can see how many fewer workers and em- 
ployers are required now than at the beginning of the war. For the 
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group General Mixed and Other Business we shall assume a decline 
in volume of only 40 per cent. as there may be some semi-food shops 
included in this group. The results are as follows : 


TaBLe II 


Possible reduction in numbers of workers and employers below the level of 1939 
to be obtained by ‘concentrating’ a reduced volume of sales* in a proportionately 
smaller number of shops (thousands). 


Proprietors and Managers Salesmen and Shop Assistants 
Mixed Mixed 
Food Non- Busi- Total Food Non-  Busi- Total 
food _ nesses food nesses 
Males Lr aI 95 32 128 24 56 20 100 
Females aes 6 27 19 52 12 103 38 153 
Total ... cee ee) 102 51 180 36 159 58 253 


*The reduced volumes are for food, non-food and ‘other goods’ respectively 
gO per cent., 50 per cent. and 60 per cent. of pre-war figures. 


These figures must not be taken to give the release of labour to 
be expected from any future concentration, for various reasons. 
There has already been a substantial call-up of men, both employers 
and workers; this was probably offset in the early stages by a net 
inflow of women and young persons below military age, but now 
women workers are also being transferred into the forces and war 
industries. A considerable number of shops also have already been 
closed; Mr. Charles Madge states that ‘of 19,000 shops in Glasgow 
at the beginning of 1939, 17 per cent. have already been closed and 
the rate of closing is increasing rapidly.’! Between 40 and 50 per 
cent. of the male employees are of military age, and 20 to 30 per 
cent. of the employers, while about 30 per cent. of the women 
employees have registered for National Service, and probably less 
than 10 per cent. of women proprietors. We have left out of account 
certain workers associated with retailing, roundsmen, van drivers 
and packing hands. Their numbers, however, are small and already 
petrol rationing and calling up have reduced deliveries to a very 
low level. A conservative conclusion from all this is that ‘concen- 
tration’ might release a further 75-100,000 proprietors and over 
150,000 employees, while those remaining in the trade would not be 
more heavily worked than in 1939. These estimates, though 
extremely rough, give some idea of the size and importance of the 
problem. 


REGIONAL DISTRIBUTION AND RATIONING 


Any plan for ‘concentration’ must clearly take into account war- 
time movements of population; the ‘degree’ of concentration will 
be greater in the evacuation than in the reception areas. The first 
essential is therefore to base the distribution of supplies according 


? In an article entitled “The Small Shop’s Fate,’ Spectator, August 15th, 1941. 
* These are estimates based on the age-groups in the 1931 Census, 
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to the population in each region. This at once raises two problems. 

(1) Although there is already control of most foods bythe Ministry 
of Food there does not exist at present any organization to allocate 
non-food supplies to different districts in the same way. Of two 
drapers'in Oxford, say, one may buy from a wholesaler in London 
while another deals directly with a manufacturer in Lancashire. 
To meet this difficulty some form of co-operative wholesale buying 
organization for each big town or region seems essential. Such a 
co-operative group of shopkeepers could be allocated a quota of 

each type of goods, textiles, tobacco, etc., and then buy directly 
from manufacturers, thus cutting out a considerable number of 
middlemen. 

(2) The problem of allocating regional quotas is complicated by 
the fact that sales at present do not correspond only to the size of 
population in any region, but also to the income level. 

In the BULLETIN article quoted above, we found no correlation at 
all between changes in sales in various regions and changes in popu-. 
lation between 1938 and November 1940. Thus we get from a new 
angle an argument in favour of rationing of shop expenditure. If 
this were introduced the allocation of supplies to different areas 
would correspond almost exactly to the population ;? only in so far 
as a particularly poor area was unable to spend its complete 
ration would there be an irregular accumulation of stocks. Such 
rationing would also make it much easier to estimate the approxi- 
mate number of shops of each type which are required by a par- 
ticular area, and so enable a directive to be issued for the degree of 
concentration required in each district. 

Thus it appears that co-operative wholesale buying by regions, 
and rationing of expenditure would both facilitate enormously the 
task of distributing supplies equally and fairly over the whole 
country. There still remains the task of deciding how many retail 
outlets are required in each region and which shops must be shut. 


CONCENTRATION IN PRACTICE ° 


For concentration in industries problems of location are not very 
important. If there are several similar factories in one area, it does 
not matter much from the point of view of production, selling 
or labour which particular factories are shut and which kept 
running. In retail distribution, on the other hand, location is the 
principal factor from all these points of view. The criterion of 
rational retailing in war-time is simply to distribute a reduced 
quantity of consumption goods evenly and fairly over the whole 
country, with the minimum waste of manpower in the shops and of 
time and energy on the part of the consumer. At present this waste 
on both sides is only too apparent and the suggestion of Captain 

1 In fact the allocation might be made in terms of total value, in order to allow 
for regional differences in taste. 
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Waterhouse in the House of Commons last April that ‘those who 
found it difficult to carry on might sell their stocks, and after 
investing the proceeds in Government securities, might find employ- 
ment in other directions for the war period’ was not very helpful 
simply because most shopkeepers hold on to the bitter end. And it 
is the financially weak, though not necessarily inefficient, small 
shops which go to the wall first. 

There are, in fact three very cogent arguments in favour of 
retaining the small individual shops which must be offset against the 
disadvantages which will be considered later. 

1. These shops are predominantly of the family type, and they are 
very numerous. To quote Mr. Madge: ‘three-quarters of the 
Glasgow shops are single branch shops. In Slough more than half 
the shops had a floor space of 200 square feet or less, and some 80 
per cent. had 2 or less employees. An average of 1.6 members of 
the family work in the average shop. Half the shops had no em- 
ployees outside the family, and 63 per cent. of the families live in the 
same building as their shop.”! Many of the shopkeepers are older 
people and are least suitable for drafting into war industries. In 
so far as they live ‘over the shop’ the best net contribution to the 
national effort they are likely to be able to make is as fully occupied 
shopkeepers. 

2. The use of small shops means the spreading of risk from 
bombing. In many towns the heaviest attacks have been con- 
centrated at the business and shopping centres. The dispersion of 
stocks would clearly reduce the risk of loss (unless bombing became 
purely random). ; 

3. The full use of small shops has many advantages for the 
consumer. Transport difficulties are considerable, and as more and 
more women are drafted into industry it is essential that the time 
necessary for shopping should be cut to a minimum. 

There are of course many arguments against the use of the small 
shops—the larger ones are often more efficient; many consumers 
prefer to buy in big stores and would stronglyresent being forced to 
shop at small local establishments; where, as in the case of clothing, 
for example, purchases only occur at rather infrequent intervals, the 
factor of proximity to the household becomes of little importance. 
In the case of food there are very few large individual central shops, 
the big firms having many branches which are situated in the local 
shopping areas. Except in certain evacuation areas, it is unlikely 
that the small reduction in the volume of food sales would allow of 
any ‘concentration’ at all. 

The decline in the volume of sales of non-food goods is, however, 
already much greater than the fall in food sales and will be of the 
order of 50 per cent. of the pre-war level. This is, of course, a 


1 Ibid. 
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national average for all non-food goods, and the actual percentage 
fall will vary between regions and between particular commodities. 
For the purpose of illustration, however, I propose to assume first 
that the 50 per cent. cut applies uniformly over regions and different 
goods. In this hypothetical case, some such plan as the following 
might be considered. The shops should be broadly classified into 
small individual, and large shops. As far as possible the small shops 
should be paired and the business of each pair taken over by one 
shop for the duration, while the other is closed. This pairing is 
unlikely to occur voluntarily, and the Board of Trade should give a 
lead, either by appointing regional and district officers to do the 
pairing, or else forming local committees of shopkeepers to work 
out the schemé themselves. For the bigger shops with several 
branches, they should each be obliged to halve the number of 
branches and the closing should be arranged between them so that 
there is the widest distribution of the shops remaining open. Big 
central stores could also in many cases be paired for the duration 
of the war. In this way the structure of the retail trade could be 
retained, which is of some political significance, as there is nothing 
worse for morale than the slow and painful elimination of shop- 
keepers from the smallest upwards. 


COMPENSATION. 


The Board of Trade Committee has stated already that the 
Government cannot give compensation for loss of trade.1 If there 
were rationing of expenditure, the arguments against compensation 
based on the desire to avoid any aggravation of inflationary tenden- 
cies would be no longer valid. 

If, however, compensation is not paid by the Government, there 
must clearly be some agreement between the owners of paired shops. 
For the bigger shops the shareholders should simply divide the 
profits of the joint unit according to their number and holdings. 
For privately owned and small shops, however, the problem is more 
complicated. To divide profits equally would be unfair since one 
man is doing the work of earning them while the other is not. On 
the other hand, to pay nothing or only a subsistence income to the 
displaced shopkeeper is also unfair. In some cases, it is true, he may 
be able to obtain work elsewhere, but this appears rather unlikely 
in general. Some compromise solution such as the following might 
be worth considering. Each owner should receive as a first call on 
profits the amount of profits he was earning before the merger. If 
total profits are insufficient they should be divided proportionately. 
It is to be expected, however, that the saving in overheads due to 


1 The Government state that they cannot compensate the retail trade any more 
than any other section of the community. It still remains true, however, that 
many war-time changes in all sections of the economy, e.g. concentration, would be 
rendered much easier if there were a comprehensive plan of compensation. 
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pairing will increase total profits above the sum of the separate 
pre-merger profits. The margin of current profits above this pre- 
merger sum might be divided into 75 per cent. (say) for the working 
shopkeeper and 25 per cent. for the one whose shop is closed. 


CONCLUSION. 


These examples have been worked out not as actual proposals but 
as illustrations of a principle which might be applied. As we have 
already indicated, there must be elasticity in the ‘degree’ of concen- 
tration depending on the density of population and on the particular 
line of goods sold. In some cases instead of a ‘pair’ there would be 
one shop closed in three, and so on. 

Increasing standardization also simplifies some of the problems 
associated with the intricate task of concentrating distribution. 
The limitation of consumer’s choice is one of the necessities of war, 
and if there were an increasing number of standard essential con- 
sumption goods of guaranteed quality obtainable everywhere much 
of the reluctance of consumers to change shopping habits would 
disappear. 

Nothing has been said so far about the second point made by the 
Board of Trade Committee, namely that price levels should be kept 
stable. Unless there is limitation of expenditure excessive demand 
will tend to raise prices, despite the Prices of Goods Act. On the 
costs side, there will clearly be some small reduction made possible 
by ‘concentration’ but it not sufficient to tackle retail distribution 
alone. The wholesale side must also be concentrated, and the 
regional co-operative buying might achieve considerable reductions 
1n cost. 


G. D.,.N. WorswIck. 


WAR-TIME CHANGES IN EMPLOYMENT 
AND THE WAGE BILL 


In this note an attempt is made to estimate the changes in the 
volume of employment and in the national wage-bill in the period 
1939-41 on the basis of contribution payments to the Unemploy- 
ment Fund and the Ministry of Labour inquiries on earnings in 
1938 and 1940. The results are compared with the estimates of the 
wage-bill in 1940 published in the White Paper. 

1. Payments of contributions to the Unemployment Fund can 
give a valuable indication as to the changes in insured employment 
(provided, of course, that changes in the rates of contributions are 
eliminated). In the ‘General Scheme’ of Unemployment Insurance 
the scale of contributions varies only according to sex and age, but 
even these differences are in general not very great: contributions 
from women aged 21-64 and men aged 18-20 are about 10 per cent. 
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less than those from men aged 21-64. The contributions from lower 
age groups are much smaller but their share in the total number of 
insured does not exceed 20 per cent. It is thus obvious that the 
volume of contribution payments depends chiefly on the number of 
employed and that changes in sex and age structure are of minor 
importance. — 

It must be noticed, however, that contribution payments to the 
Unemployment Fund do not coincide exactly in time with the 
respective period of employment. It is on this account that the 
indices of employment are given below for half-yearly periods. 

In the first part of Table I these indices for the period 1937-39 
are compared with those obtained from unemployment statistics 
by subtracting the number of wholly unemployed from the number 
of insured. The contribution payments are taken per day in order 
to eliminate the difference in the number of days in the first and 
second half year. There was no change in the contribution rates up 
to 1940. The differences of both series do not exceed 1 per cent. 


TABLE I 
Index of Number of Insured in Employment 
1938=100 
Half Unemployment Contribution Figure 
year Statistics Payments adopted 
1987 feet el 98-5 99°5 — 
II 100°5 IOI*5 — 
1938 |... Ax I - 99°5 100 an 
II 100°5 100 — 
19997 <.- “ue I IOI IOI IOI 
II (103) 103°5 103°5 
1940 ... aoe I (101) 103 102°5 
II (99) 97°5 98°5 


TO4TtS 2 ate I 103°5 104°5 


In the second part of the table the series based on contribution 
payments is continued (the changes in contribution rates and in the 
scope of insurance in August and September 1940 have been 
eliminated).? The series in the first column is a guess of employ- 
ment obtained as follows: to the number of insured in July 1939 is 
added the ‘normal entry’ assumed to be cumulated at a rate of 
200,000 per year; further, as an ‘extra entry,’ also cumulative, is 


1The number of insured has been obtained by linear interpolation between 
July figures. In both series we have eliminated the change in insured employment 
due to extension of unemployment insurance to certain classes of domestic employ- 
ment at the beginning of the second quarter of 1938. Also the change in unemploy- 
ment statistics in September 1937 has been accounted for. 

2 On the basis of the estimates of the Unemployment Fund as to how much these 
changes will increase contribution payments, it has been found that ‘new’ contri- 
bution payments must be reduced by about 12 per cent. to be comparable with the 
‘old’? ones. From the dates of introduction of changes it has been estimated that 
payments of the second half of 1940 must be reduced by 8 per cent.; payments of 
the first half of 1941 have been, of course, reduced by the full 12 per cent. 
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added rather arbitrarily, 50,000 for the second half of 1939, 200,000 . 
for the first half of 1940, and 500,000 for the second half of 1940; the 
number of wholly unemployed is subtracted; further, the with- 
drawal to the forces from insured employment is deducted; this 
withdrawal is assumed to be the same proportion of the total call 
up! as the number of insured males aged 20-34 bore to the total 
male population of this age group in 1937, i.e. about 75 per cent. 

The agreement between our two series is perfect in the second 
half of 1939, but in the first and second halves of 1940 there are 
discrepancies of 1°5 to 2 per cent. This is not too bad considering 
the precarious basis of our guesses of employment given in the first 
column. To diminish these discrepancies we reduce the figure 
obtained from contribution payments by 0-5 per cent. in the first 
half of 1940 and increase it by 0-5 per cent. in the second half of 
that year. In addition we take into consideration that, because of 
the replacement of men by women and juveniles the same contri- 
bution payments mean slightly higher employment. To allow for 
this roughly we add a further 0-5 per cent. in the second half of 1940 
and 1 per cent. in the first half of 1941. So we arrive at the figures 
shown in the third column which we finally adopt. 

2. We have estimated above only the number of persons in 
employment without taking into consideration the working time. 
We shall estimate the changes in the volume of labour measured in 
man-hours and in the wage-bill on the basis of the inquiries of the 
Ministry of Labour into earnings in October 1938 and July 1940. 
From the results of these inquiries Professor Bowley estimated the 
increase in average earnings per person in all industries between 
these dates at about 25 per cent.? This figure does not take account 
of the change in earnings owing to the shift to better paid occupa- 
tions. If the change in earnings due to the increase of the share of 
women and juveniles in total employment were also eliminated, 
this figure would probably rise to something like 27 per cent. Wage 
rates increased between the two dates in question by 14 per cent. 
The discrepancy between these percentage increases which amounts 
to 12 per cent. is due chiefly to overtime and overtime bonus.? The 
latter being usually 50 per cent., the average increase in working 
time may be estimated at 8 per cent. 

We now assume that half of this increase occurred in 1939 and 
half in the first half of 1940 (both gradually). We further assume 
that from July 1940 onwards the average working time was un- 
changed. We thus arrive at the index of working time given in 
Table II. By multiplying this index by the index of persons em- 


1 The call up has been estimated on the basis of registration figures (plus terri- 
torials and volunteers) taking into account the delay in calling up and hypothetical 
percentages of men rejected and reserved. 

2 BuLLETIN, Vol. 2 No. 11. 

3 And to a small extent to less short time. 
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ployed previously obtained, we arrive at the index of the volume of 
employment in man-hours: 


Tasre II 
Index of Volume of Employment 
1938= 100 
Half Persons Working Employment 
year employed time in man-hours 
1939 ... a5e I IOI IOI 102 
II 103°5 103 106-5 
1940 ... < I 102°5 106 108-5, 
II 98-5 108 106°5 
TQATI ee Bas I 104°5 108 ‘11g 


3. We shall now proceed to an estimate of changes in the wage- 
bill. We may call earning strength per person the average earnings 
divided by the index of wage rates. Earning strength thus depends 
on working time, overtime bonus, and the industrial, age and sex 
structure of employment. It seems that the influence of shifts to 
industries with higher earnings between October 1938 and July 
1940 was approximately offset by the increased share of women 
and juvenile labour. If this is the case, earning strength in July 
1940 was according to the preceding section 12 per cent. higher 
than in October 1938. We estimate its index for the period con- 
sidered in the same way as we have done for the index of working 
time. By multiplying this index by the index of the number of 
persons employed and by the index of wage rates we arrive at a 
rough estimate of the wage-bill. 


Taste III 
Index of Wage-Bill 
1938= 100 

Half Persons Earning strength Wage- Wage- 

year employed per person rates Bill 
1939 I 101 101 IOI 103 

II 103°5 104 102°5 110°5 
1940 xe I 102°5 109 109°5 122°5 

II 5 112 115 127 
1941 eae I 104°5 112 120°5 14! 


We shall now compare the indices of the wage-bill for 1940 
arrived at above with the estimate given in the White Paper.! 
According to this the wage-bill in 1938 was £1820 million and its 
annual rate in the first half of 1940 £2,368 million, while in the 
second half of that year it was £2,598 million. These figures include 
“payments to the armed forces. We must of course eliminate the 
large increase in these payments from the figures of 1940 in order 
to obtain an index comparable with ours. A rough correction gives 


1 An Analysis of the Sources of War Finance and an Estimate of the National Income and 
Expenditure in 1938 and 1940. Cmd. 6261. 
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£2,220 million and £2,270 million for the first and second half of 
1940 respectively. The indices at these dates, with 1938 taken as 
100, are 122 and 125, which agree well with our results. 

It must be noticed, however, that these two sets of figures are not 
strictly comparable: the estimate of the White Paper relates to 
wages earned by manual labour while the insured employment 
which was the basis of our estimate excludes certain types of manual 
labour (for instance, domestic servants) and includes lower grades of 
salary earners. 

4. It is clear from the above description of our calculation that 
its basis is rather precarious. Nevertheless it does seem to establish 
the important fact that the volume of employment measured in 
man-hours has been throughout the war period higher than in 
peace-time, and that now it is something like 10 per cent. higher 
than just before the outbreak of the war. In view of substantial 
withdrawals to the forces this implies a high degree of intensity of 
the war effort. 

M. KALeckI. 


THE TRADE UNION CONGRESS AND INFLATION 


A full report of the debates at the Trade Union Congress is not 
yet available. This much is clear, however: Sir Walter Citrine 
rejected wage stabilization as a means of stopping inflation. He 
argued that average wages had risen less than the cost of living. 
The danger was not that the working class. should possess excess 
purchasing power, but that they should use it. The General Council 
had urged voluntary savings because it accepted on the whole that 
money spent on unrationed goods in short supply tended to increase 
prices without any advantage to the purchaser. Sir Walter Citrine 
continued: ‘If voluntary saving is found to be inadequate we shall 
be faced with other and more stringent needs.’’ The General 
Council were therefore exploring any means for a solution of the 
problem. Taken in conjunction with proposals for an abolition of 
the purchase tax, for increased allowances and possibly family 
allowances, such an exploration would indeed seem to be very 
timely. The ‘no’ to the Government’s proposal of wage stabilization 
and the reiterated appeal for voluntary savings is not a solution, as 
past experience has shown, and more stringent measures will be 
inevitable unless the Trade Unions acquiesce in the belief that some 
measure of inflation is inescapable and are ready to accept the 
consequences of lowered real wages. 

There is no clear indication as to what measures the Council is 
considering to meet the inflationary situation which already exists 
or which may develop with increased allowances and a reduced 
purchase tax. Voluntary savings are useful but by no means 
sufficient, and give the non-saver the chance to deplete the stocks 
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of the country and to divert manpower. If people are not to use this 
excess of purchasing power, as Sir Walter Citrine terms it, the veto 
should apply to all and to all alike, as a Government spokesman 
put it. There should be a definition of ‘excess spending’ to guide the 
would-be spender in ascertaining the share of current output which 
he can take up without impairing the national effort. After much 
hesitation labour accepted an instalment of compulsory saving 
under the last ‘budget. That is not enough, and it becomes clear 
from a survey of the Press and of financial and economic journals 
that there are are only two solutions: either to increase drastically 
compulsory saving (which the Chancellor of the Exchequer stated 
to be not the Government’s intention and which would still leave 
the problem of evasion through dissaving), or fairly general ration- 
ing which would secure a basic ration for everybody and divert the 
excess of purchasing power automatically into savings. 

It may be that the considerations of the General Council move 
in the latter direction; a reference to extended rationing as a possible 
measure would suggest that, and it may have been inopportune to 
announce a eit and dried scheme of general rationing or to initiate a 
discussion on-rationing. The hint that the White Paper had neg- 
lected ‘the basic factor of non-consumable goods’ tends to show, 
however, that the concept of inflation is not yet clearly distinguished 
from a rise in prices. 

Non-consumable goods are bought by the Government or, under 
Government control, by private investors. To keep prices and costs 
down is certainly very important, for the taxpayer’s and saver’s 
money must not be wasted, and price changes of material and 
equipment will be partly reflected in higher costs in the consumer’s 
goods industries. But such an increase in costs does not touch the 
root of the inflation problem. The incomes earned in making non- 
consumable goods as well as those earned in the production of 
consumable goods appear as demand for consumers’ goods, and if 
this demand (minus savings out of current income) exceeds the 
supply of consumers’ goods at prices which cover costs plus a 
‘normal’ profit margin, inflationary tendencies are set in motion. 
The core of the problem is therefore to cut the coat of consumers’ 
spending according to the cloth of supplies; the question of non- 
consumable goods simply leads us astray. 

Demands for freedom of bargaining, for family allowances and 
improved pay for the dependents of the men in the forces, and cost 
of living subsidies will accelerate inflationary tendencies if ‘excess 
spending’ is not curbed. General rationing, whatever form it may 
take, seems to be the only known instrument capable of doing this 
efficiently. The instrument of systematic rationing (replacing price 
changes as regulators of demand and supply and hence of distri- 
bution) brings quite a host of other problems which are hanging 
fire at present, nearer to a rational solution. Compensation for loss 
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of income or trade; the reorganization of the retail trade, a reduction 
in types of products, queueing and other questions will become more 
manageable under a system of general rationing than they are 
under the present mixed system. 

F. BuRCHARDT. 


THE NEW RAILWAY AGREEMENT 


On August 28th, 1941, it was announced that a revised financial 
agreement had been reached between the Government and the 
four main-line railways and the London Passenger Transport Board, 
which would operate with retrospective effect from January Ist, 
1941, and continue for a minimum of one year after the end of the 
war. The exact terms of the agreement are to be published as a 
White Paper. At the time of writing, this has not yet appeared, and 
there is a certain amount of obscurity on some points which, it is 
hoped, will be cleared up when the details are presented to Parlia- 
ment. ; 

In the meantime, however, the general outline of the agreement 
is fairly clear, and it is possible, from the information that has been 
made available in the press, to examine how it compares, firstly 
with the arrangements made during the last war, and secondly with 
the agreement that came into effect at the beginning of the present 
war, which it supersedes. 


Tue Last WAR 


In 1914, the railway system of the country as a whole was taken 
over by the Government, a measure which at that time involved 
the acquisition of some 120 separate companies. Administrative 
control was exercised through the Railway Executive Committee, 
composed of the general managers of some of the leading com- 
panies, and this control, in the words of the Royal Commission on 
Transport 1931, ‘originally intended as a temporary control of 
traffic for purely military purposes . . . developed into a compre- 
hensive financial transaction, entirely divorced from military 
considerations and covering the whole area of railway administra- 
tion.’ Under the financial agreement, the railways were collectively 
guaranteed their net receipts of the previous year. 1913 had been an 
exceptionally good year and thus the railways were very favourably 
treated, and were enabled to maintain dividends on their ordinary 
stocks at levels very satisfactory from the shareholders’ point of view 
(e.g. 7$ per cent. on G.W.R. Ordinary, 7 per cent. on L.N.W.R. 
Ordinary, 4} per cent. on Midland Ordinary). From the beginning 
of the war until the end of 1918 a sum of £95°3 millions was paid in 
compensation. Government control continued until 1921, when 
the Railways Act was passed which restored the railways to private 
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ownership, providing for their amalgamation into four main com- 
panies, and making a final payment of £60 millions ‘as full dis- 
charge and in satisfaction of all claims.’ 


"THE PRESENT War: First AGREEMENT 


The precedent of 1914 was not followed in 1939, when the policy 
adopted was one of ‘minimum interference with normal manage- 
ment.’? Instead of taking over the railway system as a whole, the 
Government left the companies to operate under their existing 
management (though as before a Railway Executive Committee of 
general managers was appointed), and negotiated a financial 
agreement with them, which was not published until February, 
1940. Under this agreement, the revenue receipts and expenditure 
of the four main-line companies and the London Passenger Trans- 
port Board which was included in the arrangement in spite of 
some initial opposition on the part of the railway companies were 
pooled, so that each company should receive not less than the 
average of its revenue for the years 1935-7, and the Board its net 
revenue for the financial year ended June 1939. The Government 
had originally proposed the inclusion of the receipts of the year 
immediately preceding the outbreak of war (as was done in 1914), 
but the railway companies opposed this on the ground that 1938 
had been an exceptionally lean year. 

The Government undertook to guarantee the controlled under- 
takings a minimum net revenue of £40 millions, to be divided in 
specified proportions (Stage I) and they were allowed to retain the 
first £3°5 millions of any excess of this amount (Stage II of the 
agreement). Beyond £43:5 millions, any earnings were to be 
divided on a 50/50 basis between the Government and the under- 
takings, until the latter received no more than £56 millions, repre- 
senting the total standard revenue of the railways as defined in the 
1921 Act plus an amount sufficient to enable the Board to pay 
standard rate of interest on its ‘C’ Stock (Stage III). Any balance 
over and above this amount would automatically accrue to the 
Exchequer (Stage IV). 3 

War damage compensation up to the limit of £10 millions in any 
one year could be charged to revenue expenditure. The Agreement 
provided that rates, fares and charges would be adjusted to meet 
variations in working costs and ‘certain other conditions arising 
from the war.” 

The financial agreement was popular neither with the railway 
companies nor with the Government, and it is surprising that it 
should have continued as long as it did. From the point of view of 
the travelling and tax-paying public, it was open to a number of 


1 Capt. the Rt. Hon. Euan Wallace, address to Institute of Transport, December 


11th, 1939. 3 
2 Government Control of Railways, Cmd. 6168, 1940. 
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objections, the chief of which were its inflationary nature, and the 
removal of the incentive towards increased efficiency. 

Since the inception of the agreement, the public has been sub- 
jected to a general increase in railway fares and charges of 16% per 
cent.—the firstincrease of 10 percent. came into force in May 1940, 
the second, of 6% per cent. in December. The procedure adopted 
was that the Railway Executive Committee, at quarterly intervals, 
submitted estimates of increased costs to the Minister of Transport, 
and if he were satisfied that the increases were proven, he authorized 
the corresponding raising of charges to yield the necessary revenue. 
On the first occasion, the Committee estimated that costs had risen 
by £26,750, 000 since the beginning of the war, and the Minister was 
satisfied in respect of £22,250,000 of this estimate £9°75 millions 
being accounted for by increased labour costs, £10 millions by 
increased costs of fuel and material and £2-5 millions by allowances 
paid to railway employees serving with H.M. Forces. 

It was felt that the increases had been made without any relation 
to the increased revenue earned as a result of a larger volume of 
traffic. From the beginning of the war to 13th April, 1940theslight 
decline in receipts from passenger traffic had been more than offset 
by the increased receipts derived from goods traffic mainly on 
Government account (which increased by £13? millions) and it may 
be noted that whereas, during the last war, the Government was 
able to carry its own traffic at cost price, under the present arrange- 
ment it pays the same rates as the commercial user. 

The increased costs were passed on to the consumer, not only 
directly in the shape of higher travelling expenses, but also indirectly 
in the form of increased prices for consumption goods and industrial 
raw materials, this being especially important with commodities 
such as coal, where distribution costs represent a high proportion 
of the price to the ultimate consumer. 

There was no provision in the agreement for any check on this 
upward process, which was indeed almost automatic. 

The abolition of the impartial machinery of the Railway Rates 
Tribunal, as arbitrator in claims for increased charges, deprived the 
public of a long-established safeguard against arbitrary rises. It 
is true that the Charges Consultative Committee (in effect the old 
Railway Rates Tribunal minus any judicial functions) was called 
upon in regard to the raising of the Board’s fares and on the occasion 
of the second increase, but this was only in an advisory capacity. 

The chief peace-time incentives to efficient operation of the rail- 
ways—the maximization of profits and the pressure of competition 
from the roads—have to a large extent been removed by the guaran- 
teeing of their earnings and the virtual elimination of compétition. 
Road competition has been practically negligible, owing to fuel 
restrictions and to the policy adopted, at any rate in the initial 
stages of the war, of not allowing road hauliers to convey goods 
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until ‘they had first ascertained that the railways were unable to 
handle the traffic. Similarly, a certain amount of bulk traffic 
which might have been carried coastwise has been diverted to the 
railways; nor have canals played any increased réle. 


THe New AGREEMENT 


How far does the new agreement meet the criticisms levelled at 
the old one ? 

It provides for a fixed annual payment of £43 millions by the 
Government to the controlled undertakings, the share of each 
bearing roughly the same proportions as in the original agree- 
ment, the Southern Railway’s share being slightly lower than 
before. 

The sums are exclusive of 

(a) the net amount required for interest on capital issued and 
capital redeemed after the basic period of the original agreement, 
and 

(b) the net revenue derived from investments in road transport 
undertakings and from ownership in and investments in railways 
in Northern Ireland and Eire. 

War damage sustained will be dealt with under a scheme to be 
introduced by the Government to apply to public utilities generally, 
and not as under the previous special arrangement. 

The sum of £43 millions represents a return of about 33 per cent. 
on capital invested. Other things being equal, it should leave a gross 
surplus available for dividends on the most ‘junior’ stocks as follows :4 


L.M.S. Ordinary 328 aut 223 Sh 
L.N.E.R. 2nd Pref. Sah aun s8 
G.W.R. Ordinary re bas die 
Southern deferred bets aie 
Transport ‘QC’ 29% 


Last year the dividends paid on the above stocks was 1} per cent., 
2 per cent., 4 per cent., 1} per cent. and 3 per cent. respectively. It 
will therefore be seen that the railway shareholders continue to 
receive favourable treatment. 

It is not clear exactly on what basis the figure of £43 millions was 
arrived at—presumably it relates to the actual net revenue received 
by the combined undertakings in 1940 (£42°3 millions) and approxi- 
mates to the second stage of the original agreement. _ 

Among the other points which still have to be elucidated are the 
new basis for war damage compensation, and the provision for 
deferred maintenance, which was so substantial at the end of the 

t war. 
rie Chancellor of the Exchequer in his Budget speech? had 

1 Financial Times, 29th August, 1941. 
2 House of Commons Debate, 7th April, 1941. 
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intimated that the Government recognized the part played by 
railway fares and charges in accelerating the upward movement of 
prices and that steps would be taken to avert further increases. 
Insofar as the new arrangement is designed to avert inflationary 
tendencies, it is to be welcomed. It is not, however, clear in what 
way future rises in costs of materials and labour will be met. It 
has also the advantage of simplicity and it does away with the 
previous tariff uncertainties. It is in principle a subsidy—the 
burden is shifted to the shoulders of the tax-payer—but being a 
subsidy and the railways having to forego any share of profit 
increases which would normally arise from increased efficiency, it 
has the disadvantage that it provides no alternative incentive 
towards this end. 

Although consideration of the broader aspects of transport policy 
is outside the scope of this article, it is pertinent to raise, at this 
stage, a more fundamental criticism, namely that, even after two 
years of war, no significant progress has been made in the co- 
ordination of the transport system as a whole, so highly necessary 
to the prosecution of the war. Whatever steps in this direction have 
so far been taken have either been piece-meal measures designed 
to meet immediate needs or enforced by the pressure of circum- 
stances, such as the organization by the Government of a road 
vehicles hiring scheme in January 1941, the appointment of Regional 
Port Directors and the Dock Labour schemes,! the attempt to 
revivify the canal industry, etc.; or measures of a purely financial 
nature. The railway agreement is concerned solely with matters of 
financial administration and does not raise any questions of manage- 
ment or control. But, whatever is decided about the future of the 
railways, it is useless to plan for the railways alone without relation 
to the other forms of transport available. What is needed is a 
policy aimed at securing the most advantageous allocation of traffic 
to different branches of transport, in terms of real costs and in 
terms of goods needed to be conveyed, and not in the interests of, 
or under pressure from any particular section of the transport 
industry. The late Minister of Transport stated in reply to pro- 
posals for better co-ordination and allocation of traffic made by the 
Committee of Sixteen in February 1941 that ‘the time was not ripe 
for far-reaching change.’ Does this mean that the Government 
will continue its policy of patch-work reorganization? 

MARGARET STEWART. 


1 BULLETIN, Vol. III, Nos. 4 and 12. 


BULLETIN AND DIARY 305 
DIARY 


SKILLED LABOUR AND THE FORCES 


The Committee on Skilled Men in the Services, under the 
Chairmanship of Sir William Beveridge, has issued at the urgent 
request of the Minister of Labour an interim report. There is no 
doubt that the main question on which the Committee has to 
advise is one of paramount importance. It has to decide whether 
the skilled man-power in the forces is at present used efficiently 
and economically, whether the services’ arrangements for training 
of skilled labour are sufficient, and finally whether and to what 
extent their request for calling up of skilled labour should be granted. 
The Committee has not yet collected the evidence for a final judg- 
ment on these questions. Their preliminary conclusions are that 
there is a notable economy of skilled men and a high degree of 
dilution in both Army and Air Force, and that there are extensive 
arrangements for training. As the demand of the armed forces for 
skilled labour must strongly increase in view of the military pro- 
grammes, the Committee conclude that a considerable call-up of 
skilled labour for the services is inevitable. Without prejudice to the 
ultimate decision to be reached in the final report, the Committee 
recommend that for the time being the Army should be given 
50 per cent., the Air Force 60 per cent. and the Navy 50 per cent. 
of the requirements in fully skilled men in engineering and allied 
trades (other than wireless and radio mechanics) which they sub- 
mitted for the period from June 1st to December 31st, 1941. The 
withdrawal of these men from civilian employment is to be met by . 
an increased dilution in industry. 

There is no indication of the number of men who would be 
affected by these measures ; it is also not stated whether the 
reason for the increased demand of the forces for skilled labour is 
increased mechanization or an increase in their strength. There are 
reports (which have been denied only half-heartedly by a Ministry 
of Labour official) to the effect that a call-up of the age classes of 
40 to 45 within the next six months is under consideration, involving 
an increase of the armed forces by about 1,000,000 men; at the same 
time the reservation age would be increased considerably.! If this 
is correct, and the Committee have in mind a large extension of the 
forces at an early date when they speak of the military programmes, 
it would explain why the need for skilled men could not have been 
foreseen a long time ago and the training capacity of the Army 
extended in due course (at present there is capacity for 25,000 men). 
It would also explain why the Committee agreed to give a prelimin- 
ary recommendation (which if carried out would be difficult to 
reverse) before having collected the full evidence. The crucial 


1 Daily Telegraph, September 8th, 1941. 
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question is, then, whether a withdrawal of something like a million 
men from employment is possible without jeopardising the output of 
war material. 

It is doubtful, however, whether the. Report of the Committee, 
within its terms of reference, can cast enough light on the question 
of withdrawals. Whether it is ‘right’ in view of the military pro- 
grammes to withdraw so and so many skilled men from employment 
cannot be decided by an investigation of the economy in skilled men 
in the Forces. It can only be decided if the possibilities of dilution in 
industry are investigated with the same care, so that a judgment can 
be formed of the extent to which output will be impaired by a with- 
drawal of a certain number of skilled men. The urgent need not 
only of maintaining but of increasing output is generally recognized. 
‘At present we are in the unhappy state of having more troops than 
weapons’ (Lord Beaverbrook, speaking on August 26th, 1941). It 
is of the utmost importance to be completely certain that the neces- 
sary growth of output is not endangered, before substantial with- 
drawals of skilled labour are effected. 

In the first stage of the war (March 1940) the percentage of 
skilled men in engineering and allied trades was 38 per cent. of 
total labour.1 Since then the increase in output must have involved 
a substantial dilution. For an extension of this process two con- 
siderations are important: the up-grading and the re-organization 
of the production process takes time, and probably involves a loss 
of output in the period of adjustment. And the increased use of 
unskilled and female labour may imply an increased use of the 
machine tool, which is, according to an expert on the last war, “the 
steel substitute for the skilled man.” 


FINANCE 


The position in the Budget deficit financing in the last months is 
shown by the Table below :% 

The chief feature is the strong increase in sales of 2} per cent. 
National War Bonds + 3 per cent. Saving Bonds due to heavy 
purchases of National War Bonds in the final days of their tap 
issue. In the Clearing Banks returns this is reflected in a relatively 
small rise in deposits, which is probably the net result of a much 
greater rise in Current Accounts and a fall in Deposit Accounts. 
Since Investments rose even more than in the preceding moriths, 
because Banks also took part in the last minute purchases of National 
War Bonds, a counterpart to the small rise in deposits was a fall 
both in Bills and Call Money and in Treasury Deposit Receipts. 

The rise in note circulation, due probably to a continuing 


? Select Committee on National Expenditure, 1940-41, Third Report. 
: H. Wolfe, “‘ Labour Supply and Regulation,” p. 165. aii at 
_* The official figures are published at four and five weeks’ intervals: the figures 
given in the table are reduced roughly to the monthly basis. 
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GOVERNMENT Borrowinc (+) OR 


REPAYMENT (—) £Mn. June 
May Fuly Av. August 

Tap Bills + Ways and Means Advances .... + 5 J ck 72 ae 
Tender Bills ... abe oe re we + 35 + 30 + 9 
Treasury Deposit Receipts ... eo gue Me | + 9 —- 2 
Floating Debt 543 — ae oe 6 + 111 62 
2$°% National War Bonds + 3% Saving 2 ¥' 

_Bonds oo ves ott ax eee 165 + 95 =E 199 

* National Savings Certificates + 3°% Defence 

Bonds... ies 333 is + 50 + 31 + 19 
Other Items ... fed! eS5 Es 
Total Borrowing or Repayment... .. + 255 + 242 + 226 
CHANGES IN CLEARING BANKS 
LIABILITIES AND Assets £ Mn. 
Deposits net of Balances with other Banks, 

etc. = eae ee st ae + 8 + 12 
Cash Basis... Suis S07 saz ; = : a 2 i 10 
Bills and Call Money sis abe icy mise Od + 56 =F xB 
Treasury Deposit Receipts ... + 8 + 3 —- 8 
Investments BAe se + 29 See OY ae 88} 
Advances — iI! — 10 — 15 


increase in the wage-bill, has necessitated the raising of the Fiduci- — 
ary Issue from £677 to £727 million. 


LIMITATION OF CLOTHING SUPPLIES 


Since the introduction of the Consumer Rationing Order for 
clothing three months ago it has become clear that the three differ- 
ent controls, of production by raw materia] quota, of distribution 
by the Limitation of Supplies Order, and of actual consumption by 
the Consumer Rationing Order, have not dovetailed into one 
another. For example, the various quotas for different types of 
clothing under the Limitation of Supplies Orders haye not corres- 
ponded with the demand under the coupon scheme. In particular, 
at none of the three stages of control has there been control of value. 
The Limitation Orders fixed a certain percentage of a standard 
volume of each class of good which might be sold within a given 
period by a registered manufacturer or wholesaler to a retailer, and 
as profit margins are arrived at as a percentage of cost it clearly paid 
wholesalers to order the more expensive types of each good. 
Similarly consumer demand under the point rationing scheme has 
shifted, wherever wealth has permitted, to the more expensive, 
because more durable, classes of clothing. There was obviously a 
danger that the production of cheap clothing might in consequence 
have become entirely inadequate to supply the needs of people 
with small incomes. The purpose of the new Limitation of Supplies 
(Cloth and Apparel) Order, which came into operation on Septem- 
ber 8th, is therefore ‘to provide the clothing the public need at the 
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prices they can afford. . . Utility clothing, therefore, is to have the 
first call on the available supplies and its production is to be stimu- 
lated by all possible means.’! At the same time the new Order is a 
simplification of the whole control of the production and distribu- 
tion of clothing. 


The principal measures taken are:— 
(1) The Register of persons whose sales are controlled will in 
future be confined to manufacturers, and wholesalers are 
released from quota restrictions on their sales. 


(2) As a result of the removal of wholesalers from the Register 
these traders will have to surrender coupons when obtaining 
goods from manufacturers and arrangements have been made 
for them to have a sufficient float of coupons to carry on. 


(3) Special quotas (the quotas are percentages of the corresponding 
output in the various standard periods of the Limitation of 
Supplies Orders) have been allowed for certain cloths, which 
must be labelled with the appropriate identification mark, and - 
can only be used for the production of clothing of general 
utility, particularly in the lower ranges of price. These ‘utility’ 
quotas are in three important classes, woven cloth, knitted 
cloth and corsets, about double the general quota for other 
cloth and apparel in the same class. 


(4) Prices of goods bearing the utility mark are subject to special 
control which has now been announced. A schedule has been 
issued of the maximum prices excluding purchase tax which 
may be charged to the retailer by any manufacturer or whole- 
saler for men’s, youths’ and boys’ outer garments made from 
utility cloth. These prices are over-riding maxima. In addition 
no manufacturer shall sell at a price which would yield a profit 
margin of more than 4 per cent. on his costs of production and 
sale. The maximum margin of profit for a manufacturer of 
utility hosiery or knitted underwear is limited to 7} per cent. 
of his costs of production and sale. Another Order fixes 
maximum wholesale margins of 20 per cent. on cost and retail 
margins of 33} per cent. on cost, including Purchase Tax 
where payable. The maximum wholesale and retail prices 
will be based in general on the application of these percentages 
to the maximum price fixed for the manufacture. 

This scheme is undoubtedly a notable step towards guaranteeing 
‘fair shares.’ Also the direct use of coupons, instead of the compli- 
cated ‘percentage of standard’ system of the Limitation Orders 
should make things easier for manufacturers, once the undoubtedly 
harassing change-over has taken place. It may seem ungracious 
to criticize a scheme which goes some way to meet criticism of the 
original Consumer Rationing Order, but two points: should be 

* Board of Trade Journal, August 3oth, 1941, p. 112, 
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mentioned. First of all the new scheme still does not catch the 
elusive waste labour embodied in ‘fancy’ clothes. For non-utility 
clothing the position is as before; value may be driven up by the 
use of more labour in each article and even in the case of utility 
clothes the process of labour intensification may be adopted until 
prices go up to the over-riding maxima. The second point is simply: 
Why are there to be any clothes other than utility clothes? 


FresH MILK AND CONDENSED MILK 


Consumption of fresh milk has gone up by about 14 per cent. 
compared with 1938, partly because supplies of condensed milk 
have been cut to about go per cent. of their pre-war level, partly 
because more milk is being consumed as a substitute for meat, eggs 
and cheese, and partly because of the Government milk scheme. 
The latter may account for an increase in consumption by 3 to 4 
per cent. and reduced condensed milk supplies for a considerable 
part of the residual increase. Milk production, on the other hand, 
declines in the winter season. To make ends meet, Lord Woolton 
announced that children under five will be rationed to 7 pints a 
week, and older children to 34 pints a week. After meeting these 
primary needs, about 2 pints of fresh milk will be available for each 
adult. If all households demanded their full ration, consumption 
would equal go per cent. of the peace-time average. A sample 
analysis based on the Milk Consumption Survey undertaken by the 
Oxford Agricultural Research Institute in May-June 1938 shows, 
however, that about 30 per cent. of the sample households took less 
than the proposed ration of fresh milk and that 10 per cent. did not 
even take the full children’s quota. If this sample is taken to be a 
fair representation of the present habits of milk consumption—and 
there is.no reason to assume that it is not—and even if we assume 
that the children’s priorities are taken in any case, it has been 
estimated that deficiencies in ‘adult takings’ would make available 
another 1 to 1} pints for adults. This extra ‘supply’ will vary be- 
tween town and country and between poor and well-to-do districts, 
and it must be left to actual experience to adjust demand and 

‘ supplies outside the priorities. 

The story becomes more complicated, however, by Lord 
Woolton’s announcement that condensed milk will be supplied at 
the rate of and equivalent to about three pints of milk per household 
per week. Such a supply of condensed milk would make up for the 
10 per cent. cut in fresh milk and would leave the country as a 
whole not worse off than it had been before the war as regards 
aggregate milk consumption. It is apparently not intended to link 
up the distribution of condensed milk with that of fresh milk. To 
leave condensed milk unrationed would, however, lead to a hap- 
hazard distribution and benefit those who can afford queueing; to 
retain it (without reference to fresh milk) would be impracticable, 
too, partly because condensed milk is not a ‘homogeneous’ product, 
partly because it disregards consumers’ preferences. 
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A reasonable way out of this dilemma would seem to be to intro- 
duce group rationing by guaranteeing fresh milk priorities (Govern- 
ment scheme, plus school milk, plus expectant mothers and children 
under five), and permitting the consumer to take the rest in the form 
of either fresh or condensed milk according to preference. This 
method would imply either the transfer of condensed milk sales to 
milk retailers (which might not always be practicable or might be 
resented by grocers) or the introduction of rationing coupons, 
whereby coupons not spent on fresh milk may be used to buy con- 
densed milk with a registered retailer. 


Tue DivipeEND LimiTATION LAW IN GERMANY. 


Under the German Loan Stock Law of 1934 which expired last 
year, the distribution of dividends to shareholders was limited to 6 
per cent.—or sometimes 8 per cent.—while any excess of declared 
dividends over permitted distributions had to be deposited with the 
Gold Discount Bank for investment in Government securities. This 
stipulation has again been embodied, with slight alterations, in the 
new Dividend Law, but it provides in addition that all dividends in 
excess of 6 per cent., whether distributed or blocked—as ‘dividend 
stock’—are liable to a steeply progressive rate of taxation. As a 
result dividend declarations of more than 8 per cent. will practically 
cease as the tax which has to be borne by the companies would 
absorb a considerable part of their capital. ; 

Companies which in the past have declared dividends of more 
than 6 per cent. are at the same time induced to increase their 
nominal capital. A minority of 10 per cent. of the shareholders is 
sufficient to claim for all shareholders a dividend income of at least 
nine-tenths of the amount they received over the average of the last 
three years. They can, therefore, demand either the maintenance 
of the previous dividend rates—despite the dividend tax—or a correc- 
tion of the capital which secures the same total income. But a 
capital tax ranging from Io to 20 per cent. has to be paid on the 
increase of the share capital. 

Some companies have already adjusted their capital since the end 
of June and reduced their dividends while others maintained their 
declarations and pay dividend tax. But whatever course is taken 
by the managements, it seems certain that the imposition of the 
dividend and/or capital tax will result in some depletion of reserves 
and that the Dividend Law following on the profit stop of March 
last will make it more difficult from now on to continue the practice 
of industrial self-finance. 


ERRATUM 


BULLETIN, Vol. 3, No. 12, Supplement No. 1, page 9. 

In Table V, the sub-heading in brackets of the second column, 
headed ‘October below, June above,’ should read ‘3 families,’ and 
that of the third column, headed ‘October above, June below,’ 
should read ‘5 families.’ ; 


